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IN THE UNITED STATES DISTRICT COURT 
FOR THE WESTERN DISTRICT OF KENTUCKY 
LOUISVILLE DIVISION 


UNITED STATES OF AMERICA, 
PLAINTIFF, 

v. 

TIMOTHY DENISON, 

506 Hillrose Drive 
Louisville, Kentucky 40243-1927 

CYNTHIA CHAPMAN, 

12203 Old Shelbyville Road 
Louisville, Kentucky 40243-1567 

SETERUS, INC., and 

14523 SW Millikan Way, Suite 200 

Beaverton, Oregon 97005-2352 

Serve: 

Kentucky Secretary of State 
Office of the Secretary of State 
Summons Branch 
700 Capital Ave., Ste. 86 
Frankfort, Kentucky 40601-3475 

KENTUCKY DEPARTMENT OF REVENUE, 

501 High Street 

Frankfort, Kentucky 40601-2103 
Serve: 

Kentucky Attorney General 
Office of the Attorney General 
Kentucky State Capitol 
700 Capitol Avenue, Suite 118 
Frankfort, Kentucky 40601-3449 

DEFENDANTS. 


Case No. 


3:19-CV-766-RGJ 


COMPLAINT TO REDUCE TAX ASSESSMENTS TO JUDGMENT AND FORECLOSE 
FEDERAL TAX LIENS ON REAL PROPERTY 
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The Plaintiff, the United States of America (the “United States”), at the request of the 
Chief Counsel of the Internal Revenue Service, a delegate of the Secretary of the Treasury, and at 
the direction of the Attorney General of the United States, brings this action to collect federal 
income tax and statutory additions, assessed against Timothy Denison (“Denison”) for the years 
2006, 2007,2011, and 2016, and to enforce federal tax liens associated with those liabilities against 
certain real property located in Jefferson County, Kentucky owned by Cynthia Chapman 
(“Chapman”) which she acquired subject to federal tax liens attributable to assessments that had 
been made prior to the transfer of the property to her, and/or as the nominee of Denison such that 
the federal tax liens against him attach to the property, and/or as the initial transferee of a voidable 
transfer of real property, and to sell said real property, whereby the proceeds of such sale should 
be distributed in accordance with the rights of the parties as determined herein, with the amounts 
attributable to the federal tax liens paid to the United States to be applied to the federal income tax 
liabilities of Denison. In support of this action, the United States alleges as follows: 

JURISDICTION AND VENUE 

1. The U.S. District Court for the Western District of Kentucky, Louisville Division 
(the “Court”) has jurisdiction over this action pursuant to 28 U.S.C. §§ 1340 and 1345, and 26 
U.S.C. §§ 7401 and 7402(a). 

2. Venue is proper in this Court under 28 U.S.C. §§ 1391 and 1396. 

PARTIES 

3. The PLAINTIFF is the United States of America. 

4. DEFENDANT, Timothy Denison, is an attorney who resides in Jefferson County, 
Kentucky within the jurisdiction of the Court. 
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5. The REAL PROPERTY to be foreclosed upon is located at 506 Hillrose Drive, 

Louisville, Kentucky 40243 (the “Real Property”), which is located within Jefferson County, 

Kentucky (Louisville Jury District), and which is within the jurisdiction of this Court. The Real 

Property, the personal residence of Denison, is more particularly described as: 

BEING Lot 172, RUNNING CREEK ESTATES, Section 4, plat 
of which is of record, in Plat and Subdivision Book 31, Page 24, 
in the Office of the Clerk of the County Court of Jefferson 
County, Kentucky. 

BEING the same property conveyed to HOLLY DENISON and 
TIMOTHY DENISON, her husband, by Deed dated October 20, 

1993, of record in Deed Book 6373, Page 28, in the Office of the 
Clerk aforesaid. 

BEING further the same property conveyed to TIMOTHY 
DENISON, unmarried, by quitclaim deed dated February 2, 

1999, of record in Deed Book 7186, Page 961, in the Office of the 
Clerk aforesaid. 

6. DEFENDANT, Cynthia Chapman, is Denison’s long-time girlfriend. She resides 
in Jefferson County, Kentucky, within the jurisdiction of the Court, and she may claim an interest 
in the Real Property by virtue of a Quitclaim Deed dated December 30, 2015 (the “Quitclaim 
Deed”). A true and correct copy of the Quitclaim Deed is attached and incorporated herein as 

Exhibit A. 


7. DEFENDANT, Kentucky Department of Revenue (“Kentucky DOR”), maintains 
an address at 501 High Street, Frankfort, Franklin County, Kentucky 40601. Kentucky DOR is 
being named as a Defendant in this action because it may claim an interest in the Real Property 
being foreclosed upon, and is within the jurisdiction of the Court. Upon information and belief, 
Kentucky DOR filed and had docketed on or about January 24, 2018, a state notice of tax lien 
regarding the Real Property. 
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8. DEFENDANT, Seterus Incorporated (“Seterus”), maintains an address at 14523 
SW Millikan Way, Suite 200, Beaverton, Washington County, Oregon 97005. Seterus is being 
named as a Defendant in this action because it may claim an interest in the Real Property being 
foreclosed upon subject to a mortgage agreement, and is within the jurisdiction of the Court 
pursuant to the Kentucky long-arm statute, Ky. Rev. Stat. § 454.210(2)(a)(6). Upon information 
and belief, Seterus is considered a foreign inactive entity. 

COUNT I - REDUCE TO JUDGMENT INCOME TAX ASSESSMENTS 

9. The United States incorporates and re-alleges Paragraphs 1 through 8, above, as if 
fully set forth herein. 

10. For the years and on the dates set forth below, a delegate of the Secretary of the 
Treasury of the United States assessed against Denison (Fonn 1040) federal income taxes for the 
years 2006, 2007, 2011, and 2016: 


Tax Year 

Date of Assessment 

Tax Assessed 

2006 

9/21/2009 

$ 

27,129.00 

2007 

9/21/2009 

$ 

24,966.00 


3/31/2014 

$ 

2,145.00 

2011 

5/2/2016 

$ 

38,526.00 

2016 

5/7/2018 

$ 

2,000.00 


11. Despite notice and demand for payment, Denison has failed, neglected, or refused 
to pay the income tax assessments, described above. As a result, penalties and interest have accrued 
on the income tax assessments and there remains due and owing from Denison, as of February 18, 
2019, the amount of $191,128.32 . 

12. WHEREFORE, the Plaintiff, the United States of America, prays as follows: 
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A. That the Court order and adjudge that Denison is indebted to the United States, as 
of February 18, 2019, in the amount of $191,128.32, plus statutory additions to tax accruing 
thereon according to law, and continuing until paid; 

B. That the Court award to the United States its costs of prosecuting this action; and 

C. That the Court award such other and further relief as may be deemed just and proper 
under the circumstances. 

COUNT II - FORECLOSE TAX LIENS OF THE UNITED STATES 

13. The United States incorporates and re-alleges Paragraphs 1 to 12, above, as if fully 
set forth herein. 

14. By reason of the tax assessments described in Paragraph 10, above, and pursuant to 
26 U.S.C. §§ 6321 and 6322, federal tax liens arose on the date of the assessments, and attached 
to all property and rights to property, then owned or thereafter acquired by Denison. 

15. On September 23, 2010, the United States filed a notice of federal tax lien (a 
“NFTL”) with the Jefferson County Court Clerk in Louisville, Kentucky 40202, against Denison 
for unpaid (Form 1040) federal income tax, and statutory additions, for tax years 2006 and 2007. 
That NFTL was recorded on October 5, 2010. 

16. On July 16, 2014, the United States filed a NFTL with the Jefferson County Court 
Clerk in Louisville, Kentucky 40202, against Denison for unpaid (Form 1040) federal income tax, 
and statutory additions, for tax years 2009, 2011, and 2012. That NFTL was recorded on July 28, 
2014. 

17. On October 5, 2018, the United States filed a NFTL with the Jefferson County 
Court Clerk in Louisville, Kentucky 40202, against Denison for unpaid (Form 1040) federal 
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income tax, and statutory additions, for tax years 2011 and 2016. That NFTL was recorded on 
October 22, 2018. 

18. Upon information and belief, Denison was the sole and 100% owner of the Real 
Property pursuant to a quitclaim deed dated February 10, 1999 from grantor Holly Denison, 
pursuant to the terms of Denison’s and Holly Denison’s divorce decree. Denison assumed all 
mortgage payments and liabilities concerning the Real Property. 

19. By the Quitclaim Deed dated December 30, 2015, Denison allegedly transferred 
his 100% interest in the Real Property to Chapman for no monetary consideration. 

20. Chapman acquired her interest on December 30, 2015, and continues to hold her 
interest in the Real Property subject to the valid pre-existing federal tax liens that arose upon the 
September 21, 2009 assessments against Denison for the tax years 2006 and 2007 and the March 
31, 2014 assessment against the Taxpayer for the tax year 2011, described in Paragraph 10 above. 

21. Chapman acquired and holds bare legal title to the Real Property as Denison’s 
nominee because, after the alleged transfer, Denison continued to incur the benefits and burdens 
associated with beneficial ownership of the Real Property and the transfer was effected for tax 
avoidance purposes. Upon information and belief, Denison continues to: (i) reside in the Real 
Property; (ii) use it as his personal address; (iii) pay most - if not all - the expenses of the Real 
Property; (iv) pay the mortgage on the Real Property held by Seterus from his personal bank 
account; and (v) pay property taxes on the Real Property. 

22. On or about March 26, 2019, the United States filed a NFTL against Cynthia 
Chapman as the nominee of Denison with the Jefferson County Court Clerk, in connection with 
the assessments against Denison for all tax years described in Paragraph 10, above. 
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23. Denison quitclaimed his interest in the Real Property to Chapman prior to the May 
2, 2016 and May 7, 2018 assessments. However, Chapman is holding title to the Real Property as 
nominee of Denison. Therefore, the federal tax liens that arose based on the May 2, 2016 
assessment for the tax year 2011 and the May 7, 2018 assessment for the tax year 2016 attached 
to the Real Property. 

24. Because the federal tax liens attach to the Real Property, they should be foreclosed 
and the Real Property should be sold with proceeds distributed to the parties in this action to the 
extent the Court determines that the parties have an interest in the Real Property, and which 
distribution shall be in the order of priority of interests. 

25. Kentucky DOR is named as a Defendant because it may claim an interest in the 
Real Property. 

26. Seterus is named as a Defendant because it may claim an interest in the Real 
Property. 

27. Chapman is named as a Defendant because she is the initial transferee of the Real 
Property. 

28. WHEREFORE, the Plaintiff, the United States of America, prays as follows: 

A. That the Court order and adjudge that the United States of America has valid and 
subsisting federal tax liens on all property and rights to property of Denison and/or his nominee, 
Chapman, including their interest(s) in the Real Property; 

B. That the Court determine, adjudge, and decree that Chapman acquired and holds 
her interest in the Real Property subject to valid and subsisting liens in favor of the United States 
as set forth above, that United States’ liens encumbering the Real Property be foreclosed and that 
the Real Property be sold, according to law, free and clear of any right, title, lien, claim, or interest 
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of any of the parties herein, and that the proceeds of the sale be distributed in accordance with the 
rights of the parties determined herein, with the amounts attributable to the federal tax liens be 
paid to the United States to be applied against the federal income tax liabilities of Denison; 

C. That the Court award to the United States its costs of prosecuting this action; and 

D. That the Court award such other and further relief as may be deemed just and proper 
under the circumstances. 

COUNT III - VOIDANCE OF ACTUAL FRAUDULENT TRANSFER UNDER 

KY. REV. STAT. $ 378.010 

29. The United States incorporates and re-alleges Paragraphs 1 through 28, above, as 
if fully set forth herein. 

30. In addition to Counts I and II, the United States seeks to void the transfer of the 
Real Property from Denison to Chapman (the “Transfer”) under Ky. Rev. Stat. § 378.010 as an 
actual fraudulent transfer and to foreclose its liens encumbering the Real Property. 

31. 2015 Kentucky State Bill 204 repealed Ky. Rev. Stat. § 378.010 effective January 
1, 2016 , however the repeal “shall not apply to ... a transfer made ... before the effective date of 
this Act [January 1, 2016].” 

32. By the Quitclaim Deed dated December 30, 2015 , Denison allegedly transferred 
his interest in the Real Property to Chapman, his long-time girlfriend. By the Quitclaim Deed, 
Denison voluntary disposed of, parted with, and/or conveyed the Real Property or his 100% 
interest in the Real Property to Chapman. 

33. The United States was an existing creditor of Denison before, as of, and after the 
date of the Transfer as evidenced by its filed NFTLs and perfected secured creditor status. 

34. Denison made the Transfer with the actual intent to hinder, delay, or defraud any 
creditor of Denison, including, but not limited to, the United States. At a minimum, the Transfer 
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of the Real Property has hindered the United States’ efforts to enforce its claims against Denison 
and delayed the United States’ enforcement of its claims against Denison. 

35. “Actual intent” for the purposes Count III may be demonstrated by the following 
badges of fraud, at a minimum: 

a. The Transfer was made between persons who occupy a confidential 
relationship as the Real Property was transferred by Denison to his long-time girlfriend, 
Chapman, and recited “love and affection” as the alleged consideration for the Transfer, 
amongst other factors indicating a confidential relationship; 

b. Denison allegedly transferred his interest in the Real Property to Chapman 
without valuable consideration given in exchange as the only alleged consideration given 
was “love and affection,” which is inadequate consideration as the Real Property has an 
alleged fair market value of approximately $222,480.00 . Moreover, Denison, under the 
penalty of perjury, identified that the Transfer of the Real Property was considered an asset 
transferred for less than full value on a Form 433-A submitted to the United States on or 
about January 31,2018; 

c. Upon information and belief, Denison retained possession or control of the 
Real Property as he still uses it as his principal residence and continues to reside there; 

d. Before the Transfer was made, there was an anticipation of suit against 
Denison as the United States perfected its liens against the Real Property and properly gave 
notice of the NFTLs to Denison; 

e. Upon information and belief, the Real Property transferred to Chapman was 
substantially all of Denison’s assets; 
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f. Upon information and belief, Denison was insolvent or became insolvent 
shortly after the Transfer was made. Denison was insolvent because Denison was not 
paying his debts to the United States as they became due and his identifiable debts 
exceeded his assets; 

g. The Transfer occurred shortly before or shortly after a substantial debt was 
incurred as the United States filed several NFTLs encumbering the Real Property; and 

h. The suspicious timing of events also constitutes a badge of fraud as Denison 
made the Transfer to his girlfriend without adequate consideration only two (2) days before 
the effective date of the new fraudulent transfer statutes in Kentucky pursuant to 2015 
Kentucky State Bill 204 and he continued to live in and maintain the Real Property after 
the Transfer was effectuated. 

36. Kentucky DOR is named as a Defendant because it may claim an interest in the 
Real Property. 

37. Seterus is named as a Defendant because it may claim an interest in the Real 
Property. 

38. Chapman is named as a Defendant because she is the initial transferee of the Real 
Property. 

39. Accordingly, the Transfer should be voided pursuant to Ky. Rev. Stat. § 378.010 
as an actual fraudulent transfer. 

40. WHEREFORE, the Plaintiff, the United States of America, prays as follows: 

A. That the Court order and adjudge that the United States of America has valid and 

subsisting federal tax liens on all property and rights to property of Denison, including his interest 
in the Real Property; 
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B. The Transfer of the Real Property to Chapman should be voided pursuant to Ky. 
Rev. Stat. § 378.010 and that the United States’ liens encumbering the Real Property be foreclosed 
and that the Real Property be sold, according to law, free and clear of any right, title, lien, claim, 
or interest of any of the parties herein, and that the proceeds of the sale be distributed in accordance 
with the rights of the parties determined herein, with the amounts attributable to the federal tax 
liens be paid to the United States to be applied against the federal income tax liabilities of Denison; 

C. That the Court award to the United States its costs of prosecuting this action; and 

D. That the Court award such other and further relief as may be deemed just and proper 
under the circumstances. 

COUNT IV - AVOIDANCE OF CONSTRUCTIVE FRAUDULENT TRANSFER UNDER 

KY. REV, STAT. § 378.020 

41. The United States incorporates and re-alleges Paragraphs 1 through 40, above, as 
if fully set forth herein. 

42. In addition to Counts I, II, and III, the United States seeks to void the Transfer of 
the Real Property from Denison to Chapman under Ky. Rev. Stat. § 378.020 as a constructive 
fraudulent transfer and to foreclose its liens encumbering the Real Property. 

43. 2015 Kentucky State Bill 204 repealed Ky. Rev. Stat. § 378.020 effective January 
1, 2016 , however that State Bill explicitly stated that the repeal “shall not apply to ... a transfer 
made ... before the effective date of this Act [January 1, 2016].” 

44. By the Quitclaim Deed dated December 30, 2015 , Denison allegedly transferred 
his interest in the Real Property to Chapman without valuable consideration given in exchange as 
the only alleged consideration given was “love and affection,” which is inadequate consideration 
as the Real Property has an alleged fair market value of approximately $222,480.00 . Moreover, 
Denison, under the penalty of perjury, identified that the Transfer of the Real Property was 
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considered an asset transferred for less than full value on a Form 433-A submitted to the United 
States on or about January 31, 2018. 

45. The United States was an existing creditor of Denison before, as of, and after the 
date of the Transfer. 

46. Kentucky DOR is named as a Defendant because it may claim an interest in the 
Real Property. 

47. Seterus is named as a Defendant because it may claim an interest in the Real 
Property. 

48. Chapman is named as a Defendant because she is the initial transferee of the Real 
Property. 

49. Accordingly, the Transfer should be voided pursuant to Ky. Rev. Stat. § 378.020 
as a constructive fraudulent transfer. 

50. WHEREFORE, the Plaintiff, the United States of America, prays as follows: 

A. That the Court order and adjudge that the United States of America has valid and 
subsisting federal tax liens on all property and rights to property of Denison, including his interest 
in the Real Property; 

B. The Transfer of the Real Property to Chapman should be voided pursuant to Ky. 
Rev. Stat. § 378.020 and that the United States’ liens encumbering the Real Property be foreclosed 
and that the Real Property be sold, according to law, free and clear of any right, title, lien, claim, 
or interest of any of the parties herein, and that the proceeds of the sale be distributed in accordance 
with the rights of the parties determined herein, with the amounts attributable to the federal tax 
hens be paid to the United States to be applied against the federal income tax liabilities of Denison; 

C. That the Court award to the United States its costs of prosecuting this action; and 
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D. That the Court award such other and further relief as may be deemed just and proper 
under the circumstances. 


DATED: October 23, 2019 


RUSSELL M. COLEMAN 

United States Attorney 


/s/ Alexander R. Kalyniuk _ 

Alexander R. Kalyniuk 

Virginia State Bar Number: 92325 

Trial Attorney, Tax Division 

U. S. Department of Justice 

Post Office Box 227, Ben Franklin Station 

Washington, D.C. 20044 

Telephone: (202) 616-3309 

Facsimile: (202) 514-6866 

E-Mail: Alexander.R.Kalyniuk@usdoj .gov 
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DEED Book 10534 Page 971 

3 V 

QUITCLAIM DEED 

THIS QUITCLAIM DEED made and entered into this 30th day of 
December, 2015, by and between TIMOTHY DENISON, unmarried, 506 

i ♦ * 

Hillrose Drive, Louisville, Kentucky 40243, Party of the First Part 
and CYNTHIA CHAPMAN, unmarried, 12203 Old Shelbyville Road, 
Louisville, Kentucky, 40243, Party of the Second Part. The property 
tax bill should be mailed to Cynthia Chapman, 12203 Old Shelbyville 
Road, Louisville, Kentucky 40243. 

That for love and affection as good and valuable consideration, 
the receipt of which is hereby acknowledged, the Party of the First 
Part does hereby quitclaim and convey unto the Party of the Second 
Part, in fee simple, all his remainder rights, title and interest 
in and to the property with all its improvements and appurtenances, 
located at 506 Hillrose Drive, Louisville, Kentucky 40243 and 
situated in Jefferson County, Kentucky, to wit: 


BEING Lot 172, RUNNING CREEK ESTATES, Section 
4, plat of which is of record in Plat and 
Subdivision Book 31, Page 24, in the Office of 
the Clerk of the County Court of Jefferson 
County, Kentucky, 

BEING the same property conveyed to HOLLY 
DENISON and TIMOTHY DENISON, her husband, by 
Deed dated October 20, 1993, of record in Deed 
Book 6373, Page 28, in the Office of the Clerk 
aforesaid. 

BEING further the same property conveyed to 
TIMOTHY DENISON, unmarried, by quitclaim deed 
dated February 2, 1999, of record in Deed 


1 
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DEED Book 10534 Page 972 

Book7186, Page 961, in the Office of the Clerk 
aforesaid. 

The Party of the First Part covenants that he is lawfully seized 
of said estate, that he has the full right and power to convey the 
same, and that the property is free and clear of all encumbrances 
except easements, restrictions and zoning laws affecting said 
property, except for three certain federal tax liens and, except 
state and county taxes for the year 2015 which the Party of the First 
Part hereby assumes and agrees to pay. 

The Party of the Second Part accepts this conveyance subject 
to any easements, restrictions and stipulations of record as to use 
and improvements that may be upon the aforesaid property. 

The parties further state that the fair market value of said 
property is approximately $250,000 and the love and affection as 
consideration reflected in this quitclaim deed is the full 
consideration given for the property. The Party of the Second Part 
joins in this quitclaim deed for the sole purpose of certifying the 
fair market value and consideration pursuant to KRS Chapter 382. 

IN TESTIMONY WHEREFORE, witness the signatures of the Party of 
the First Part and the Party of the Second Part this 30th day of 



2 




Case 3:19-cv-00766-RGJ Document 1-1 Filed 10/23/19 Page 3 of 3 PagelD #: 16 


DEED Book 10534 Page 973 


STATE OF KENTUCKY ) 

: SS 

COUNTY OF JEFFERSON ) 

I, Notary Public, within and for the State and County 
aforesaid, do hereby certify that the foregoing deed and 
consideration certificate were delivered, acknowledged and sworn to 
as true and correct before me on this 30th day .of December, 2015, 
by TIMOTHY DENISON and CYNTHIA CHAPMAN. 

My commission expires: QCz-07 



NOTARY PUBLIC 
Kentucky, State at Large 


THIS INSTRUMENT PREPARED BY: 



DENNIS C. BURKE 
Attorney At Law 
228 South Seventh Street 
Louisville, Kentucky 40202 
(502) 262-4984 

NO TITLE EXAMINATION REQUESTED OR PERFORMED. 
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